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FOREWORD. 


presented by our Budget Supplement of a 
was one of a situation dominated by the rapid 

sf Civil Supply expenditure, offset only in small 
sonomies in respect of the Defence Forces. Tax 
had nominally been made to cover the require- 
[the Exchequer and to make some small provi- 
ards debt redemption, but this result had hae 
Baly at the cost of recurrent raids upon ‘ nest- 
id the real position had, in fact, been concealed 
9g the Unemployment Insurance Fund to accu- 
¢, repayment of which could not be considered 
bi ity, but for which no budgetary provision 












s which follow, we review in detail the 

we of revenue and expenditure, showing the 

oduced by the second Emergency Budget of 

ereby borrowing for the Unemployment Insur- 

and the Road Fund was terminated and 
0 fi 






artly by fresh taxation and partly by 
all the gap that then yawned between 
ie expenditure (augmented by substituting votes 
i borrowing) and tax revenue inevitably 
od b mes repercussions on this country of the 
’ an earlier issue of the Economist* 
ia ae Aeahehive forecast that on the basis of 
sxatior supplemented by the somewhat incal- 
eld of and prospective import duties, 
berlain can look forward, when he opens his 
» April 19th, to a surplus amounting at most to 
ons as compared with a bare balance antici- 
} page 12) by Mr Snowden last September. 
p that. the Chancellor’s expert advisers will 
to take a less optimistic view. Though 
} tax and surtax payers in the past financial 
> proved a remarkably fruitful source of 

She assessments on which next year’s receipts 
will depend may well be expected to 
favourable than Mr Snowden assumed 
@ case last-September. Moreover, it is well 
; ix many instances taxpayers were able to meet 
} made on them during the past quarter only 
cc b fo peaking accommodation. It may not be 
oc os repeat fully the effort, stimu- 
ger atriotic obligation, which was 
Shah year year. mee any case, the fact which 

1 our analysis of the past four years’ history 
that we have been reducing debt at 
£10 millions a year, ce strongly 
the sinking fund should have priority 
i a learly faced with th 
taxpayer is clearly faced wi e 
ee P0828 of the burden which 
It is a burden whose ~ itude 
gis. If we include as it the 
e Homies and the Post Office ‘ae, 
82 revenue amounted to £744.5 mil- 
h lees than £695 millions in 1924-25, 
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than seven years ago. In addition, local rates amount to 
over £165 millions a year. Although of recent years the 
proportion between direct and indirect taxation has re- 
mained relatively constant in the proportion of 3:2,.the 
absolute increase under both heads, as compared with the 
last pre-war year, is enormous. In comparison with 
1913-14 the increase in direct taxation has been 460 per 
cent., while indirect taxation has risen by about 220 per 
cent. A year ago we suggested that the national income 
in 1930 might have been of the order of £4,000 millions, 
and that tax revenue (including the total yield of motor 
duties, but not the Post Office surplus) at £704 millions 
bore to national income a ratio of over 17 per cent. as 
compared with 7 per cent. in 1913. For 1931 an estimate 
of national income must necessarily, in view of the violent 
change in values and chaotic conditions of business, be 
more than ever a matter of guess-work. If the figure be 
taken tentatively at £3,500 millions, the ratio of tax 
revenue to national income works out at approximately 
21 per cent., and on the prospects for 1932 it looks as 
though the figure might reach the serious proportions of 
25 per cent. 

In these circumstances the need for an unrelaxed drive 
towards economy is paramount. Although the relief 
afforded by this country’s suspension of the gold stan- 
dard has led to an increase in employment which has 
enabled a saving of £13} millions, as compared with last 
September’s forecast, to be made in the 1982-33 estimates 
for the Ministry of Labour, the total estimated expendi- 
ture on the Supply Services amounts to £447 million: 
as compared with £438 millions in 1931-32. Approx- 
mately £5} millions of economies have been effected in 
the cost of the Defence Services, but on the Civil Services 
only £8 millions have been retrenched, apart from the 
savings on the Ministry of Labour vote, as aforesaid, and 
a reduction of about £7} millions in the expenditure of the 
Road Fund, whose borrowing powers, like those of the 
Unemployment Insurance Fund, were terminated in the 
Emergency Budget. If the taxpayer is to obtain any sub- 
stantial alleviation of a burden whose indefinite continu- 
ance cannot be lightly contemplated, it is evident that a 
rigorous pruning of expenditure on all hands must be 
effected. 

It may be that a successful result of the Disarmament 
Conference will enable Mr Chamberlain to lighten sub- 
stantially the cost of the Defence Forces. But in this 
direction, as in others, the data on which the 1932 Budget 
must be based are liable to so many chances and changes 
that the Chancellor, we suggest, can do little more 
month than.make tentative provision for the situation 
with which he is at this moment confronted. Apart from 
the incalculable future trend of industrial employment, on 
which next year’s Budget balance so largely hangs, it 
still remains to be seen what budgetary adjustments will 
finally be necessary in respect of receipts and payments on 
account of reparations and war debts, not to mention 

contingent exchange losses on the repayment of last sum- 
mer’s Franco-American - It might, in 
fact, be a wise course to present, on April 19th, a provi- 
sional Budget for the orroat year, to be followed in 
October, as was the case in by a revised statement of 
accounts. 
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THE ECONOMIST BUDGET SUPPLEMENT. 


THE NATIONAL ACOOUNTS, 1981-32. 


The picture which is presented by the accounts for the 
past year cannot readily be appreciated without reference 
to the two Budgets introdu ively in April and 
September, 1931. Last April Mr Snowden found himself 
faced with prospective iture, other than the self- 
balancing items, of £803.8 millions, including a fixed debt 
charge reduced from £360 to £355 millions, whereas his 
estimated revenue on the existing basis of taxation was 
£87.8 millions below that figure. This gap he filled by 
increasing the duty on petrol from 4d. to 6d. per gallon, 
(estimated to yield £7.5 millions), by gaining £10 millions 
through making three-quarters instead of one-half of 
1931-32 income tax assessed under Schedules B, D and E 
payable on January 1, 1932, and by transferring to Mis- 
cellaneous Receipts £20 millions from the Dollar Ex- 
change Reserve Fund, in addition to accrued interest on 
this Fund also taken into revenue. These arrangements 
left him with a prospective modest surplus of £200,000. 

Since he was left with a prospective automatic shrink- 
age of revenue for 1932-33, amounting, when the exhaus- 
tion of the Rating Relief Suspense Account was allowed 
for, to £37 millions, and since he was making no provision 
for the growing indebtedness of the Unemployment Insur- 
ance Fund, the impression created by this temporising 
Budget was far from encouraging, but by September, when 
the Emergency Budget was introduced, the financial 
situation clearly called for drastic action. On the one hand 
the Government’s decision to terminate borrowing for the 
Unemployment Insurance and Road Funds had the effect 
of raising estimated Supply expenditure by £34 millions, 
in addition to Supplementary Estimates already sanc- 
tioned amounting to £800,000. Thus, though the provi- 
sions for debt interest and sinking fund could be reduced 
by £13.5 millions and £5.8 millions respectively as a 
result of the Hoover moratorium plan, total prospective 
expenditure amounted to £818.9 millions, against which 
estimated revenue of only £744.2 millions was in sight, 
owing to (1) an anticipated short-fall of £4 millions in 
Customs and Excise, and of £25 millions in Inland Re- 
venue, and (2) a prospective reduction of £30.38 millions 
in miscellaneous revenue from reparations and war debts 
in suspense during the Hoover ‘‘ holiday ’’ year. Alto- 
gether, Mr Snowden was faced with a deficit for 1981-82 of 
£74.7 millions, which he met by reducing the provision 
for sinking fund to £382.5 millions, by anticipating 
economies to save £22 millions, and by budgeting for £29 
millions from increased income tax and surtax and £11.5 
millions from additional duties on beer, tobacco, petrol 
and entertainments. 

In the following table are the realised results 
of 1981-82 with the actual 1930-31 receipts, and with the 
original and final 1931-82 estimates :— 


Larger (+) | Larger(+) | Larger (+). 
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So far as revenue is concerned the yi from Custom 
was augmented by about £2 mitons tein 
duties imposed after the Emergency Budget. 
revenue, on account of the great fall in the 
estate duties, would have failed badly webu 
Snowden’s second forecast had it not been for the 
expectedly fruitful yield of income and surtax. 
shortfall of £12.9 millions, as compared with the 
estimate, in Miscellaneous receipts is due mainly to 
fact that only £12} millions instead of a 
£28 millions was transferred from the Dollar 
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lions, against an estimate of £3 millions in the April, 19}, 
Budget. Hence the transfer properly to be regarded sa 
capital account was only £8} millions. 

On the other side of the ledger, the under 
on account of Supply, as compared with the final ai- 
mates, is attributable to the fact that whereas in Seplm 
ber Mr Snowden budgeted on the assumption of an w- 
employment figure of three millions, the past winle’ 
average has in fact been less than 2} millions. 
amount shown as allocated to sinking fund is, of 
@ nominal figure, which does not reflect the real 
of debt redemption during the year. This aspect of 
accounts is dealt with fully on page 12. 

Before proceeding to examine revenue and expenditur 
in greater detail, we show below the grand totes d 
receipte and outgoings, including self-balancing -— 
ture, over the past eight 
last pre-war year :— 
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ing to examine the salient features of the ‘was 9 consistent festure. In 
me enter 0 Seen eee. vs Due eee ae Saat y £2 millions 
comparison of realised receip i 
paiaee eo of 1024-95 and 1918-14: 
Ruvewvos (£ Mn.). 


Parliament, the 
chief remissions 
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Wine duties increased (e.g., on wine, 25° to 42° 
1 Bae from ot 8s. Pet gallon) 

ydrocarbon oil duty of 4d. per gallon 
Beer Guy taseetandl ey 3s. per standard barrel... 
(April Budget) Hydrocarbon oil duty increased 


eee 30: Se Se 
ydrocarbon oil duty in- 
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ao from 6d. oo Rs 
50-4| 58-9] 59-0] 58- 1055" gravity ' 
16:2} 21-9| 22-9 ' Tobacco duties increased (main duty from 8s. 10d. 


Poce[oe| we| wo] ws | mtmunnet ann £2 


198-2 | 799-4 | 815 0 | 857-8 | 851-5 Besides duties mainly for revenue, there remain the 
(a) Whole yield allocated to Road Fund. McKenna Duties of 334 per cent. on imported cinemato- 


ee: . ‘ graph films, clocks and watches, motor cars and cycles and 
meg ae See Serene: ial PS: Oh that of | musical instruments, together with the ‘‘. Safeguarding ”’ 
bié and 1924-25 are complicated by the change in the | duties, which include the Key Industry Duty (mainly 
im of the National Accounts made by Mr Churchill in | certain chemicals and scientific glass and instruments) re- 
whereby Post Office receipts (other than the net imposed for ten years in 1926; a duty of 28s. per cwt. on 
accruing to the ac and the share of the | translucent or vitrified pottery; a 884 per cent. ad valorem 
mir vehicle duties apportioned to the Road Fund are | duty on buttons and a 25 per cent. ad valorem duty on 
as self-balancing revenue. In the above table, in wrought enamelled hollow-ware. The three last-named 
to make the figures comparable, we have re-cast the | duties are due to expire—pottery, April 19, 1982; buttons, 

mre accounts on the same basis as those for the past | 4 pri] 28, 1938; hollow-ware, June 13, 1983. 
aa If, however, total Road Fund receipts and These alterations in duties must be borne in mind 
fUsice surplus are included with taxes, the total tax | in reading the next table, which shows Customs and 
me would show the following increase between | Excise net receipts (these differ slightly from Exchequer 
a and 1931-82 :— receipts because of variations in retained balances) 
oe 1931-32. | analysed in greater detail. The areas referred to are the 
£Mn. | United Kingdom in 1913-14 and Great Britain and 

22-5 Northern Ireland since the war :— 
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Customs anp Excisz Dutres—Net Recezirts (000’s omitted.) 
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vanems and Excise.—The original Budget estimate for 
#04 Was £245.5 millions, as compared with £245.4 
mats realised in 1980-81. Last September Mr Snowden 
aed the estimate, on the basis of existing taxation, to 
-® millions, but raised his prospective revenue to 
Millions by additional duties on beer, tobacco, petrol 
Mertainments, estimated to yield £11.5 millions in 
and £24 millions in a full year. In the following 
wwe Show the recent course of Exchequer receipts as 
“Ped with Budget estimates :— 
st (Million £. 
Cusroms. ' 
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British table waters, cider perry, cocoa, coffee, chicory 
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In 1930-31 the quantity of tobacco retained for con- 
nnetre was over 154 million lbs., against 129 million 
in 1924-25. On the other hand, the consumption of spirits 
has fallen steadily in that period from 14.5 to 11.7 million 
proof gallons, while in terms of standard barrels (86 gallons 
at gravity of 1055 degrees) beer consumption has also 
declined—from 21.9 to 19.6 million barrels. The quantity 
of imported and home-grown sugar consumed rose, in 
terms of refined sugar equivalent, from 32.2 cwts. in 
1924-25 to 39.4 million cwts. in 1980-31. 


A word in conclusion must be added regarding the Pro- 
tective duties imposed by the present Parliament. The 
Abnormal Importations Act, which provided for emer- 
gency duties up to 100 per cent. to be imposed on foreign 
manufactured articles for six months from the passage of 
the Bill, became law on November 20th last. 


On November 21st, Mr Runciman imposed by Order a 
duty of 50 per cént., effective from November 25th, on 
a large range of manufactured goods imports whereof from 
foreign countries had totalled £26 millions in value in 
1930 and £28 millions in 1929. At the beginning of 
December a second Order, covering about £54 millions of 
manufactured imports on the 1930 basis, was issued, the 
rate of duty being in 50 per cent. On this occasion 
Protection was extenied to woollen yarns. A third Order, 
which became operative just before Christmas, brought 
(on the 1930 basis) another £20 millions of manufactured 
imports—including, notably, cotton piece-goods—within 
the scope of these 50 per cent. duties, which were super- 
imposed on all existing duties. Finally, under the Horti- 
cultural Products Act, various duties, applicable at speci- 
fied rates to different portions of the year, were imposed by 
Order of the Minister of Agriculture. This Act expires in 
December, 1932. 


Motor Vehicle Duties.—In 1931-82 gross Exchequer 
receipts (i.e., including the ‘* self-balancing "’ portion 
allocated to the Road Fund) amounted to £27,480,000, as 


compared with a Budget estimate of £28.4 millions. The 
distribution of revenue from this source is shown below :— 


Motor Venicrz Dvurtrss. 
(000’s omitted.) 


Since 1926-27 instead of allocating the entire es of the 


motor vehicle duties to the Road Fund the uer has 


general purposes. 
chief items of payments by the Road 
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onwards, together with ‘the standard 
year, is shown below :— 


1913~14 
1924-25 
1925-26 
1926-27 


* For 1913-14 the United Kingdom; , 
Groat Britain and Northern Ireland only. 
Calculated on basis of t produce 
t Estimate. ™ of tex, 


In his first 1931 Budget Mr Snowden made no 
in the rate of income tax, but increased his 1981.9 , 
ceipts under this head by an estimated non > 
of £10 millions by raising the instalment of nemo 
due on January Ist under Schedules B, D and E from ote. 
half to three-quarters of the total annual payment, the 
remaining quarter to be paid on July lst. In his 

ber Budget, Mr Snowden raised the standard rate of ty 
from 4s. 6d. to 5s. in the £, and made 
changes in allowances :— 


(a) The allowance in respect of earned incomes Was increend 
from one-sixth of the income, with a maximum 
one-fifth, with e maximum of £300. ’ of 

(6) The personal allowances for individuals, other than mar 
pereons, was reduced from £130 to £100. = 

c) The allowance for married 

(ec) eee persons was reduced fren 


(d) The allowances in respect of children was reduced from {) 
to £50 for the first child and from £50 to £40 for eu 


(e) The housekeeper allowance was reduced from £60 to 680. 
({) The deduction of tax authorised by the Finanese 


1930 
(i.¢e., five-ninths of the standard rate of the first £250 d 
taxable i 


income), was altered to a deduction of tex a hdl 
rate on an amount of income net 
£175. 
It was estimated that these measures, together with the 
increase in the standard rate of tax, would produce sddi- 
tional revenue of £25 millions in 1931-82 and 661.5 mil 
lions in a full financial yeas. 

** Actual "’ income (i.¢., gross income, leas exemptions 
and reductions for depreciation, etc., but before deducting 
** earned ”’ and ee cary allowances) coming unde 
the review of the Inland Revenue Department hes ® 
recent years been in the neighbourhood of £2,500 mi- 
lions. In the following table we analyse into the fr 
schedules the estimated actual income in 1990-81, as com- 
pared with the figures for 1928-29, 1929-30 and 1913-14:— 


Awatysis or Acruat Income. 
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say —Exchequer receipts from surtax 

Af millions last year, as compared with a final Budget 
ate of £78 millions, and an original estimate of 

atimate ; eS hangin to surtax (as (inched at 

ie i rtion on which no surtax is payable), and the 


receipts in 1913-14 and since 1924-25 are shown 7 
a be wing table: — : 
SunTax. i . is a striking reflection 
a os depreciation of securities. The re table shows 
(1913-14 Uni 4 Keoee ; aes Great Britain : e —— from death duties in 1913-14 and since 
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Pation I 1ag1-28 «...-. 60-60 
2 i. He -D ------ 56°15 With the exception of 1925-26, when there was a short- 
t om a 29.33 _| fall of £5.8 millions, Exchequer receipts from death duties 
ve tax anal 16-7 up to 1929-30 consistently exceeded B estimates. 
D one. In the last three years, however, i ell below the 
7) © Not available. Budget estimates by £2.2 millions, 0,000 and £18 

millions ivel 


respectively. 4 

Of the seven death duties on the Statute Book, only 
three are applicable to deaths occurring at the present 
time, namely, the estate duty, the legacy duty and the 
succession duty. The estate duty yields about 89 per 
cent. of the total receipts. In the following table we show 
the rates of estate duty operative at the present time, as 
oa with those prevailing in 1909-14, 1919-25 and 
1925-30 :— 


B of last year Mr Snowden 

owing gereased by 10 per cent. the rates of surtax operative 
sass 1980-31, which ranged from 1s. for every pound of 
2,000, to 7s. 6d. for every pound 
mnt BH inescess of £50,000. This revision of the rates was 
harried 
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gimated to yield £4 millions of revenue in 1931-82, and 
millions in a full year. 
va Of the total number een with surtax in 1808-2. 
ge Queer ith an aggregate income o 
niloas, individual incomes ranging between £2,000 
= wd £5,000 per annum. 
Income and Surtax Combined.—We print below an 
mB cist from a schedule iasued by the Treasury last 


Ratzs or Esratz Dury. 


Net Value. 



































So miamn showing the smount of tax now payable on 
ot hell specimen incomes, as compared with the sum Ww 
welt, I pajeble in 1920-80 :— a 
5 mi Single Persons. Hi 
a] 
e cond , In t fl 
under . uti gee 
a The increases in the scale imposed by Mr Snowden in fi he 
4 1980-81 were estimated to yield £7 millions in a full year. a 
' £ sd} £ ad} £ + s.d.| The total number of estates paying estate duty in We 
i GOO! x100| 6 22 9 | 1980-81 (the latest year for which are available) Wed 
Jy 7100 6 100 12 10 0 | was 125,741, as compared with 180,042 in 1929-80. These é iY 
53 26 50 10 0 78 20| estates represented a net capital value of £516,800,000, as : 
153 26) 150100) 203 26) compared with £538,376,000 in 1980-81, and yielded net ¥ 
Tre eT ae eo] ata 35 | teceipts of £78,704,000, against £60,549,000 in the pre- ‘ 
Aes 8 8 | Hoel 18 0| sero 10.0| Vious year. In the following table the 1980-81 figures are | 
28,335 0 0 | 22,206 15 0 }28,410 00| analysed to show their distribution as between estates of ; 


varying size :— 
Esratz Dury, 1930-31. 





Numbers, Net Capital Value. | Net Receipts. 
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Of the total gross capital values, namely, £556 millions 
(from which £39.38 millions in deductions were allowed in 
arriving at the net capital value of £517 millions), Govern- 
ment and municipal securities represented 22.9 per cent., 
other stocks and shares 31.6 per cent., house and business 
property 18.4 per cent., and cash and money owing 16 
per cent. 

The current rates of legacy and succession duty, each of 
which is a duty payable with reference to the acquisition 
of property by beneficiaries, are as follows :-— 


Relationship of Beneficiary. 
Husband, wife or child and descendants 
Brother or sister and descendants 


In 1930-31 the legacy duty yielded £8.22 millions and 
the succession duty £1.08 millions. The total capital 
values assessed to legacy duty in that year amounted to 
£232.5 millions, of which £128.7 millions paid at the rate 
of 1 per cent., and £28.5 millions at the maximum rate 
of 10 per cent. 


Stamp Duties.—Receipts from Stamp Duties (exclud- 
ing fee and patent stamps) amounted to £17,070,000 in 
1981-32, as compared with a final Budget estimate of 
£20 millions and an original estimate of £24 millions. 

The following table shows the net receipts from the 
main heads in recent years and in 1913-14 :— 


Stamp Duties: Net REcerrts. 
(In thousand £’s.) 


4,856 
11,695 
4,416 
5,122 
2,286 


1,759 


30,134 


The shrinkage in receipts in 1981-82, which followed 
short-falls of £6 millions and £5 millions respectively in 
the two previous years, was an eloquent reflection of the 
continued trade depression and inactivity of the Stock 
Exchange, which in 1930-31 had already reduced by over 
50 per cent. the revenue received in 1928-29 from the 
stamp duties on stocks and shares and company capital. 


E.P.D. and Corporation Profits Tax.—Following the 
repeal of Corporation Profits Tax by the Finance Act 
of 1924, revenue under the above head has represented 
the collection of outstanding arrears, subject to adjust- 
ments. In 1931-32 Exchequer receipts amoun to 
£2,500,000, or £300,000 more than the Budget estimate, 
while in the previous year the yield at £3 millions exceeded 
the Budget estimate by £1.3 millions. 


Receipts from Sundry Loans.—The original estimate 
for this item of revenue in 1931-32 was £33,500,000, but 
under the Hoover plan the estimate was revised to 
£15,400,000. The actual yield in 1931-32 was £13,810,000, 
or £1,590,000 short of the amended estimate. The follow- 
ing table shows the main heads of receipts in recent 
years :— 

Receipts rrom Sunpry Loans. 
(000’s omitted.) 
wwe iwi =>. —— 


8,967 
8,043 
4,000 
850 
1,794" 
1,697 
2,760 


28,111 


7,684 
4,000 
1,965 
1,871 
3,670 
32,890 


from i 
receipts. The large effect of the annual rise in the French 
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Land Settlement (Facilities) Acts s.¢ mam nde | 
Anglo-Persian Oil Doainitay > m i ald j 
inter-Ally war debt receipts between inta. le in | 
- maceeptlen but in 1980-81 the renee eR 
cipal on other items in thi category of re ms of 
£2.7 millions. wi 3 ™ Pevenue ty 
The amounts due from July 1 
and from April 1, 1932, to Sone Sate 
have been included under receipts fr 
— the operation of the Hoover P 
ow :— 


8 | mows: 


— a voluntarily consented to py 
ment of her war loan annuity. For Australia, 
millions of interest has been included, as £1.6 wie’ 
principal repayment had already been postponed. ly 
considerable change appears next year in the schedules of 
payments due to Great Britain on account of war and np. 
construction debts, so any extension of the f 
would affect the Budget on much the same note as las 
year. Complete postponement of payment’ for nix 
months or more would reduce the receipte in this cate 
gory to the total of roughly £5 millions covered by th 
last two items in the first table. 


Other Non-Tax Revenue.—This category includes the 
profits of the Post Office, the net income from Com 
lands, the appropriation from the Rating Relief 
Account and ‘‘ Miscellaneous Receipts.” In 
with the estimate, £4 millions were taken in last 
from the de-rating account, which was created out of th 
surpluses of 1927-29, and is now exhausted. The profits 
of the Post Office, which have been steadily rising o 
recent years, amounted in 1931-32 to £11,500,00, « 
£700,000 less than the estimate of £12,200,000. Crom 
lands brought in almost exactly the estimated yield d 
£1,800,000. The estimate for miscellaneous 
originally £55,000,000, was reduced to bo 
allow for the effect of the Hoover moratorium. The sctul 
yield was £29,913,100, of which the Dollar Exchang 
Reserve provided £123 millions, in place of the £28 mi: 
lions budgeted for. Miscellaneous receipts include, inte 
alia, Bank of England profits on the fiduciary note issue, 
the surplus interest earned by the Post Office and Truste: 
Savings Banks over and above the amounts paid ae 
depositors, various receipts by Public Departments, 
receipts from reparations. Special appro ool 
instance, raids on the Road Fund in 1926 and 102 
the balance of the Currency Note Account in 
made the aggregate of such receipts very var 
of surplus war stores has ceased to bring im Sah 
stantial amount, and easily the most important slerin 
1980-81 were £8,500,000 from the surplus of the 
office for ex-enemy debts and £16,310,000 rue 
tions. The clearing office accounts were wound up 
the —— agreements, and property not yet liquidate 
was to be returned, hence that item can have 

a residuary balance in 1981-82. As for 
similar receipts, the Hoover Plan 
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tional expenditure in the past two years, — 
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ph with Shed in 1924-25 and 1913-14, together with 
gtimates fo or the current year, is shown below. In 1924-25 
Rosd Fund repayments were included in the Consolidated 
fod. In In order to make the figures comparable with 
those of later years, we have adjusted the accounts for 
98-14 and 1924-25 accordingly. No official estimates 
will be 8 available in respect of the bracketed items until 
Budget day, but for the purposes of this table we have 
: ysumed that Road Fund and “‘ other consolidated fund *’ 
nies pyments are unchanged and have inserted the figure 
Oats bu; fren in Mr Snowden’s Emergency Budget for the 
iittee! HY ional debt services. 
ae EXPENDITURE (£’s million). 
04 1913-14]1924-25,|1930-31,|1931-32,|7932-33, 
9 (Est.) 
1-0 Debt services. 24-5 | 357-2 | 360-0 | 322-0 | (335-5 
44 ser’ ( ) 
0-4 Fund services ......... 12-8 | 20-8) 93] 94] (9-4) 
6-4 Total Consolidated Fund 
We pay QBEVICOS snes ee eseeeeees 37-3 | 378-0 | 369-3 | 331-4 <one*e) 
- fag Army, Air ...... 97-2 2) 114-7 4 3 |e 3 106-4 “4 
‘ ogy 539 | 226-1 {* 0-2 
ed. and Excise and 
sdules of Revenue ...... 4-5 ll: a oe 
P and 1 
inion Minding P.O)... 135-6 | ss1-0| 429-8 | 439-2 | 447-2 
ser Wal ordinary «oo... 172-9 | 729-8 | 799-1 | 770-6 | (792-2) 
his cate (I Gell-balancing— 
1 by the fl Post Offico ......... 24-6 59:0] 58-0| 59-2 
Road Fund ......... 22:9 22-5 | (225) 5) 
ides {hy ff Teel eolf-balancing 24-6 | 66-0] 81-9] 90-5] (82-7) 
1 Crown Grand total snes 197-5 | 795-8 | 881-0 | 851-1 | (873-8) 


~ 


“7 view of the marked decrease during the past six 
mooths in short-term rates of interest and the cost of 
Treasury bills, it is probable that Mr Chamber- 


aoe 

















pe in may be able to revise in a downward direction last 
rm 4 r’s estimate of the 1932-33 cost of the National 
"Crom services. But this item must necessarily remain a 
yield o Matter of great uncertainty until it is known whether 
; Povision is to be made, or not, in the Budget for payment 
mp the December, 1982, instalment due under our debt 
sated agreement to the United States. 
ohne In following paragraphs we examine in greater 
98 mi. dail the trend of the main heads of expenditure. 
oe, inter eS Fund Services.—The chief item falling 
¢ issue, er this head is the cost of the National Debt, which is 
Trustee GC in a later section of this supplement. The reduc- 
to their in “ other ** Consolidated Fund Services as compared 
te, a (WHA the sum expended in 1924-25 is due to the operation 
oi fH Sthe Local Government Act of 1929, whereby payments 
aT and '40cal Taxation Accounts were transferred to Supply 
hare 8 and fused with the new grants in relief of local rates. 
. Bale § total of £9.4 millions in 1981-82 was made up of 
1y sub eens paid to the Northern Ireland Exchequer 
ms it 5.1 millions on account of the Civil List ant severe! 
leering i locallensous ch , @.g., payments under the 
repers- ade Facilities and the Tithe Acts. 
yunde i - Detence Services.—The total estimated iture on 
uidated wD lence Services in 1982-88 amounts to £104,364,000, 
=| | ‘Soempared with actual iture of £107,280,000 in 
od. the Gmtrics imposed on these services in Mr Snowden’s | cur 
ua ‘pplementary Budget were estimated to amount in 
_ oo monet a inclnding a eeving of £8.6 millions | Fire 


of pay and Wire: reductions have in 
tens and hong compared with the 
, amoun toe £100, 635,000, the actual 
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and a pre-war figure of £77,179,000. The | would be 
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level :— 
(000's omitted.) 
| Navy. Army. | Air Force.|, Total. 
£ 
1913-14 ............. 48,833 
1924-25 ..csecevesees 
1928-29 .........000 e3 
1929-30 ............. 750 
1 IF seevecsdivets 574 
1931-32 ..........0.. 51,605* 
1932-33 (estimate) 50,476 
* Budget estimate. t Actual. 


It should be borne in mind that the post-war Army and 
Navy estimates have to make provision for substantial 
non-effective charges, i.¢., pensions,, retired pay, etc. 
These charges in 1982-83 are estimated to amount to £17.2 
millions, as compared with £6.9 millions in 1918-14. 

In the following table we show effective charges only for 
1913-14 and recent years :— 





Effective charges in 1932-33 are estimated at £86.9 


millions, an increase—including the Air Force—of 
approximately 27 per cent. above the pre-war level. 

The next table shows the strength (or establishment) 
of the three forces in 1913-14 and from 1924-25 onwards: 


| Navy (a). | Army. (5) Ait Fores 
WL 3-14 .......0.cccecees 142,960 185,600 
1924-25 ...cecceveeseseee 453 161,600 31,429 
1928-29 ......ccesecevees 100,680 153,500 30,467 
W9Z9—3O 0.....ccccccceees 99,300 150,500 31,070 
WDSO-31 ......cccsceceeee 94,921 148,900 32,118 
WGSIAS2 .......cecseseves 93,650*%(d) |} 148,800* 32,000* 
vcaineleiislltanes 91,410*%(d) | 148,700 32,000* 


e 

(a) Exclusive of Royal Marine Police. 

(6) Establishment exclusive of India. 

(c) Including about 2,000 paid for by the Government of India. 

(dé) Maximum for year. 

Navy.—The estimates for 1932-33 amount to a net total 
of £50,476,300, showing a reduction of £11,287,700 on the 
estimates for 1931-82. The recomm of the Com- 
mittee on National Expenditure, which were subsequently 
embodied in the September Supplementary Budget, pro- 
vided for a total cut of £3,828,700 in naval expenditure, 
of which £1,828,700 was to be effected through 
in pay pensions and other administrative economies. 
The Committee recognised, however, that as compared 
with 1931-32 expenditure an additional sum of £2,700,000 
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last year, and provides for two six-inch gun cruisers, one 
cruiser of 5,000-6,000 tons, nine destroyers, four sloops, 
three submarines and several minor vessels. It was 
anticipated in last year’s estimates that personnel would 
have fallen to 91,840 by the end of March, 1982, and, as 
will be seen from the table printed above, the estimated 
reduction of 2,240 brings the total for 1982 well within 
this figure. 

Army.—The Army estimates for 1932-33 amount to 
£36,488,000 net, or £3,442,000 less than the estimate for 
1931-82. This saving corresponds very closely to the 
reduction of £3,500,000 in Army expenditure ordered by 
the Government last autumn, but the Secretary of State 
for War remarks, in his Memorandum accompanying the 
estimates, that apm only been achieved ‘‘ with the 
greatest difficulty by resorting to a drastic suspension or 
retardation of many services which are essential to the 
well-being and efficiency of the Army.’’ Apart from cuts 
in pay and pensions, economies have been achieved 
through the cancellation of the annual camp training of 
the Territorial Army and the Supplementary Reserve, the 
curtailment of the field training of the Regular Army, the 
postponement of improvement and replacement of bar- 
racks, etc. It is estimated that of the savings effected 
approximately £2 millions are of a permanent character, 
while £1.5 millions can only be regarded as temporary 
economies. Non-effective charges in the present estimates 
amount to a little more than £8} millions, and show a 
reduction of £444,000 on those of last year. In effective 
charges the largest economy contemplated is a cut of £14 
millions in Territorial and Reserve Forces expenditure. 
The strength of the Army, including British troops in India, 
is now approximately 8,000 below establishment, and the 
provision for pay in the 1932 estimates is £304,000 less 
than in 1931 and £1,350,000 less than in 1925. 

Air.—The Air estimates for 1932-33 amount to a net 
total of £17,400,000, and show a decline of only £700,000 
as compared with those of last year, whereas under the 
Government's economy schemes expenditure should have 
shown a reduction of £1.3 millions. The gross total, how- 
ever, at £19,702,700, is £1.5 millions lower owing to a 
reduction of nearly £800,000 in appropriations in aid. As 
in the case of the other two Defence Services, it is pointed 
out by the Secretary of State for Air that the economies 
achieved have only been possible ‘* by the postponement 
of many services, which, under normal conditions, would 
be regarded as essential, and by makeshift expedients 
which cannot be repeated.’’ As compared with last year, 
effective charges have been reduced by £782,000. Vote I., 
covering the pay of the Force, shows an increase of 
£23,000, and Civil Aviation a rise of £3,000. All other 
effective charges have been reduced, technical and war 
stores showing a fall of £322,000, and works, buildings 
and lands a decline of £140,000. Non-effective charges, 
however, are estimated at £32,000 higher than in 1931-32. 
In accordance with the Armaments Truce, no new units 
are being formed this year. The present total strength 
of the Force is 754 regular equadrons, including 13} 
squadrons in the Fleet Air Arm. 

Civil Service.—For 1932-33 the Civil Service estimates 
(excluding revenue departments) show a reduction of £9.3 
millions as compared with the final estimates for 1981-82, 
and an increase of £12.4 millions over the ori Budget 
estimates for that . We show below course of 
expenditure, divided into ite main heads, during the last 
five years in comparison with 1924-25: — 


aarere 
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for 1981-82, of nearly £20 talieas Saal lla 
Ministry of Labour is a reflection of the inaesea™ § 
the Exchequer of the Unemployment Tr: » 


good any deficiency on the Fund proper, in add 7 
meeting the steadily rising cost of provid; ; 

benefit to those whose claims to benefit 
increase in expenditure under ‘“‘ other 
1929-30 and 1930-31 represents mainly 
Local Government Act, 1929. 


Central Government, and Imperial 
(Classes I. and II.).—The all-round red i 
helped by a reduction in repayments to the 
Fund, has enabled the Class I. Estimates, which 
such items as the Houses of Parliament 
the Mint, etc., to fall again below the £2 
Clase II. Estimates, which include the 
representation abroad, both in foreign 
the Empire, and the corresponding 
home, have fallen by as much ag 
£6,045,000 to £4,886,000. The cost 
Middle Eastern Services is to be reduced by 
£1,818,000. The vote for the Empire 
is cut by about one-half its f 
practical cessation of emigration ca 
Settlement vote to fall from £265,000 to 
years ago £833,000 was provided for this 
Imperial War Graves Commission is also to cost consi 
ably less. On the other hand, the Disarmament Co. 
ference has caused the League of Nations contribution » 
rise by £64,500, and the diplomatic and consular serview 
will also absorb more next year. 


Justice and Police (Class ITI.).—These estimates totd 
£15,495,000 for 1932-33, against £16,344,000 s year ago. 
The Police Force, which accounts for £11.2 millions o 
the estimate, has provided the chief economy, 
having been cut from the grants-in-aid, mainly throug 
reductions of pay and allowances. In 1924-25 the Police 
Vote was £6.8 millions, but the Local Government Ac, 
1929, had the effect of increasing Exchequer 
police by £3 millions. Law charges have also been sb- 
stantially cut down. 


Education (Olass IV.).—The total estimate for this 
class has been cut by £6,371,000 to £52; 
1932-38. The total is made up as follows: 
Education, £42.9 millions (against £48.4 millions); 
Education, Scotland, £6.8 millions (&7.6_ 
museums, university subsidies, etc., £2.3 millions (624 
millions). According to the revised B 
last September, education votes were to 
millions and university grants by £150,000. 
gone of expenditure on English education 3s 
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education. The number of teachers ém- 
education Pitan is assumed to be 





Civil Pensions and Labour (Class V.).—The 
: for this class continues to rise; at 
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ne 
1 Loans 
b cove £ £ £ £ | ¢ 
| gees... | 21-8 | 25-0]... 14-1 | 1-5 | 624 
; 06...) 22-2 | 27-2 ove 13-6 | 1-4 | 64-3 
mea..| 2-4 | 30-0 4-0 | 10-7 | 2-5 | 68-6 
mi, e.| 232 [329] 4-0 | 1-1 | 2-6 | 73-7 
oe | Be [33] 40 | tos | ar | ass 
» fom Se. 22-0 1368} 90 | 36-8 | 31 | 107-7 
ial ond OB 1951-32 
, 000 to an 22-3 38-2 10:0 44.9 4-0 | 119-4 
Lys et 38-2| 10:0 | 68-6 | 4-0 | 133-2 
vere H(t.) 39-8] 11-0 | 64:5 | 4-0 | 141-3 
0; to 
. The * In Scottish Department of Health. 
yasider. t 
it Con. HH inteading the foregoing table it should be borne in mind 
ition to HH that the Local Government Act, 1929, relieved the esti- 
ervies TE netes for Health to the extent of £3.7 millions, and 
that the Acts of 1930 and 1981 altered the basis of unem- 
oa tots) ( POment insurance finance (see below). 
at ago. Health.—Divided into its main heads, estimated gross 
ions of fe apehditure on Health (including Scotland) has recently 
166,000 Ht been a8 follows :— 
rough Mnustry or Hears. 
Police Contributions Administration 
at Act, :. to Health and 
nts for ; Housing § Insurance Miscellaneous 
awe ou £ Mn ¢ Mn 
«tite .............. 3h 72 6-1 
ets Eos 7 6-7 $-0° 
ard of WSBI=-S2 ........0.00e 14-6 6-4 2-7 
BBGA-SS. ......ccceeeee 15:3 6-4 2°6 
an . * Reduction due to Local Government Act, 1929. 
(624 The increase in the cost of Old Age 
sof » supplemented since 1926-27 by Widows’, 
‘ * and Old Age Contributory Pensions, is a signifi- 
recent of the main table shown above. The esti- 
sarieed ee teas ae ede payable under the Acts of 
and 1925-29 was estimated at 1,440,000 in 1931. 
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Labc taped is the division mo at affected by the 
ptemb : Ty eeimakt af £04,198,000 10 reached 
} propriation-in-aid of £7,205,000, 
oall: vane of represents expenses of ‘edminis- 

my soemployment insurance, recoverable from the 
p to last September the Exchequer 

Sreprnble el tor mare canines tothe 
ad, in ptoportion to payments by employers em- 
Ae (after 1980) for the cost of transitional benefit 
le whose insurance rights had expired; any deficit 
ace fund was met by borrowing. The course 
‘expenditure under those circumstances is 
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Revised estimate ... 16-8 33°0 


September forecast... 19+3 37-8 22-0 79-3 
1932-33— 
i, Estimate ............. 20-2 41-7 3-1 65-8 
* Adjusted for minor items. 


The provisional estimate put forwatd in September by 
Mr Snowden was based on an unemployment live register 
of 8,000,000, and the more optimistic figures now issued, 
involving a saving of £134 millions to the Exchequer, are 
due to the improvement in employment conditions in the 
past six months. The total cost of unemployment in- 
surance in 1932-33, as estimated in September, wag 
£117.5 millions, and would have been £148.8 millions but 
for the various economies, whereas the present estimate 
implies a total cost of £105.2 millions, including £92.4 
millions for benefit, £5.7 millions for interest on debt, 
and £7.1 millions for administration. 


Trade and Industry (Class VI.).—The estimates in this 
class total £11,082,000, against £16,065,000 last year, 
and £1,218,000 in 1913-14. By far the greater part of the 
cut is accounted for by the Road Fund grant, which falls 
from £7,000,000 to £2,750,000. Development grants, on 
the other hand, at £650,000, show a rise of £250,000. 
The beet sugar subsidy rises by £25,000 to £2.4 millions, 
but all the other items suffer reductions except the grant 
to the Department of Scientific and Industrial Research. 
The votes for the Ministry of Agriculture and the Scottish 
Department of Agriculture are cut by nearly £400,000. 


Pensions (Class VIII.).—The decline of this vote from 
£52,680,000 in 1931-82 to £49,856,000 in 1982-88 is due 
almost entirely to the automatic reduction im the cost of 
war pensions, which has been shown in a previous table. 
The other items are £335,000 for merchant seamen’s war 
pensions, £665,000 for Royal Irish Constabulary pensions 
(after deduction of an appropriation-in-aid of £1,117,000 
from the Irish Free State), and £1,612,000 for official 
superannuation and retired allowances. 


Contributions to Local Revenues (Olass IX.).—This 
vote, which totals £45,046,000, compared with 
£45, 446, 000 in 1931-32, covers the general Exchequer 
grants to local authorities under the Local Government 
Act of 1929 and the Act for Scotland. It 
is arrived at after dedu from the gross grant contri- 
butions from the Road Fund amounting to £6,474,000. 


Revenue The cost of the revenue de- 
partments in recent years is given in the following table :— 


Revenvuz DeParturnts EXPxNpITuRE. 
(£’s thousands.) : 


pesonee 10,956 | 11,881 HM aa 





s |1930-31,1,2932-32-| 1932-33. 
Ratimat Rat irr 
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The increase in the estimate for the Customs and Excise 


Guna Bere to the vote of £860,000 for 
itional staff for arising out of the Import Duties 
Act, 1982. 


Post Office.—The following table shows the course of 
Post Office expenditure in recent years :— 


Post Orrics EXPENDITURE. 
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(£’e millions.) 
1913-14. 1924-25. 1930-31. 1931-32. 1932-33. 
59 2 2 Unemployment 
24-6 50-4 59-0 5-0 7 . ST gs.3 eat 
The increase of the vote in 1982-83 arises mainly from | Health Insur.... | 38-6 39.3 
the larger provision for annuities in respect of capital ee eee Tat 
obligations. ol Age wee | 35°8 a: 
LOCAL AUTHORITIES. Education tion «....: ooo ine 

The returns analysing total expenditure from all sources ens =. 35:6 
by local authorities are unhappily far from up to date. | Other............ 17-4 : : wi 
According to the latest statement, which relates to = 
1928-29, expenditure of local authorities in England and Total ...... Horo | 94-2 184-0 | 124-3 | 402-5) |. 
Wales amounted to £505 millions, as compared with £523 


















millions in 1927-28 and £170 millions in 1912-14. The| (a) Persons may benefit under more than one head in the show 
division as between non-loan and loan expenditure is as | t#ble, and hence may be counted twice or oftener in this columa, 


‘Trent 
follows :— . 
In 1929-30, parliamentary grants met approximately - 
(£ millions.) 45.7 per cent. of the total expenditure on these socal * 
1913-14. 1927-28. 1928-29. | services. "Oth 
Non-loan Giture ........000+ 148-3 402-6 414-7 
See iabindniaie RTE 21-4 120-0 90-5 THE NATIONAL DEBT. 


Of the non-loan expenditure in 1928-29, education | nm the following table we show the nominal value ani 
accounted for £81.7 aie against £77 millions in | Composition of the deadweight debt on March 81, 1981, 
1927-28, other large items being highways £51.4 millions, | 98 compared with the ono for the two previous yean 
housing £37 millions, and main trading services £101 and for ‘March 81, 1 7 the year in which the post-war 
millions. The last-named are self-supporting. Ex- peak *’ was attained :— 
chequer grants, including those made in connection with 
schemes of work for the unemployed, contributed £86 | Nommrat Varun or Nazionat Dapr at Mancu Sler (£'s milion) 


















millions, while rates accounted for £171 millions. Ex- Rat 
chequer grants were, in relation to education, £41.6 | 1923, | 1929. | 1930. | 1931. 
millions, and highways £14.2 millions. As a result of the ‘ 
De-Rating Act, rates collected in England and Wales since dee 
1928-29 show an appreciable fall. In 1929-80 they are 
provisionally estimated at £155.5 millions, and in 1980-81 as a P 
at £149 millions. 35301 341-7 be 
re 
SOCIAL SERVIOES. eo a 
0 Ba 
Our survey of national expenditure may fitly be con- z. al 
cluded by showing the sums spent annually on what are i 
commonly known as the ‘* Social Services.’’ The follow- a cs p 
ing comparable figures for England, Scotland and Wales 12-8| 128) 28 @ E 
inelude sums spent from local rates, parliamentary grants 2,184-5 | 2,096-0 12,0870 ig 
and other receipts, i.e., unemployment and. health OT] est ane al 
insurance contributions, rents, fees, etc. :— at 2671} 3168 
silo 323-0} 323-0 | 
“ Socta Sznvices” EXPEwprruRe. Woe 338-0) 5 & i 
a (In Millions.) » laid s} ga We 
Year ending March 31, _s e 3725 ‘ 
1921. 1924. 1928. 1929. 1930. 1-7 17} 18 t 
£ £ £ £ £ 
Unemployment insurance... 10-8 48-0 42-8 53-8 53-3 4.2826 |4,308-7 |4AaT 
Health insurance ............ 29-99 3-9 37-6 39:9 38-6 | 
War pensions.................+. 100-9 69-6 56:9 54-0 51-4 508-9} 508 
Other pensions ............... 20-8 24-0 45-6 58-7° 62-2° | 
Bdwoetion ..ssscceccsessssenee 88-8 86-6 94-4 97-0 100-5 5] 4S Et 
Working-class housing ...... 47 16-6 26-7 31-6 35-6 tion 
Poor relief ............0sssees0e 34-3 41:9 45-5 43-9 45-0 sta [set |e | 
Miscellancoust ........+-+:+++« 16-5 14-5 165 16-9 17:4 au ry) 
ald 306-7 332-1 366-0 395-8 404-0 ens lane 
»* Total, less War Pensions... 205-8 262-5 309-1 341-8 3652-6 00a [xore-2 1 
* Includes widows’, ’ and old i 7,595°5 
ahhh ms orphans age contributory pensions o 
t Including expenditure on hospitals, maternity and lunacy. 
: Debt Commissioners ... 95-2 
oe eee Sere vars Se Sees ser eee clase of expendiare s je 
the sources of revenue which (subject to adjust- | wer Torat DxaD-wEIGET 3 41 
ments of balances) met the If outgoings, together | Dawr............-+-++0++ severe 17)742°2 | 7,500 













1923 the funded debt has been augmented b 
ge 4 per cent. Consolidated Loan of 1926-27, With 
gard to the unfunded debt, the extinction of the 

per cent. War Loan, National War Bonds, Exchequer 
a Pas, and the 4 per cent. War Loan was offset by the 
geation of the 44 per cent. Conversion Loan of 1924-25, 
ihe 5 per cent. Conversion Loan of 1929-80 and several 
jgsnes of Treasury Bonds. 

As compared with 1923, the nominal value of the total 

on March 81, 1981, showed a reduction of £829 

nilions, but a decline of -_ £161 millions as compared 
qi the position at the end of March, 1021. The net 
ial on March 81, 1914, was £649.8 millions. 

T the nominal total of the present outstanding debt 
hare have to be added interest accrued on Savings Cer 












if amounting to £124.5 millions on March 81, 1981, 
“13 ff gpd £114.6 millions of unemployment insurance fund in- 
MM jebtedness as at March 81, 1982. 

14 During the past year the principal capital changes 

vm corded were as under :— 

Se, 

oo (000’s omitted.) 
or Receipts. Issues. , 
Mame, TF ccssury Bills (net in National Savings Certi- 
eae 633} ficatess— ae 
mately British amount repaid 13; 

) B0cig) HE Abroad .............0006+ 1,570 Excess interest ...... 8,431 
“Other Receipta ......... 4 per Cent. War Loan sia 

36,531 | National Savings Bonds i 

a IRI Sects “at 

198] Issues to Debt Commis 
ere sioners under War Loan 
8 yean Act, 1919  ..........es00e 7,319 
st-war ies surrendered for 

Death Duties unde 

Finance ae 1917...... ‘ i 

tion Fund ...... 
millions} Ways and Means Ad- 
— Revenue Surplus......... 364 vances decreased ...... 17,000 
1 36,895 36,895 
"——~ Hf © Land Settlement Loans repaid, £142,000; Exchequer balances 
deensed, £186,000. . 


313-4 On the receipts side of the above table the item British 
799 I Government Loans Abroad represents the difference 
M1 HF between aggregate drawings and repayments effected in 
450 fe Mapect of the credits opened last summer in the 
——— / Teasury’s favour in Paris and New York. On the other 
120 Hf ade of the account it will be observed that £8.4 millions 
—— &§ dthe net sum borrowed by Treasury Bills was utilised 
is meeting interest paid in excess of the provision in the 
permanent debt charge on Savings Certificates encashed. 
1 ts exceeded sales by £1 million net against an 
oem of sales totalling £13.2 millions in the previous 
yer. Similar recourse was had to short-term borrowing 
A to finance an allocation of £1.4 millions to the 
per cent. War Loan Depreciation Fund and also an 
of £7.83 millions made to the National Debt Com- 
under the War Loan Act of 1919 to meet 
@fici in the amount available for Funding Loan 
Victory Bonds surrendered for death duties. This 
irge on previous years was met out of the (1928 
making fund, but the reduction of the sinking fun 
Ovision in the Emergency Budget from £52 millions to 
#2.5 millions made it necessary for this amount to be 
wed. The effect of this operation and of purchases 








i to £612 millions, a net increase of £17.6 
. From the large table above it will 
n that since 1928 the total reduction in the floati 

a8 amounted to £198 millions. 

Debt Charge.—In April Mr Snowden abandoned 


whereby the 1929-30 
ing £5 millions a year 
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on account of sinking fund, . & total debt charge 
of £322 millions, as compind tuk £360 millions in 
1980-31 and £24 millions in 1919-14. 


In the following table we show the course of National 
Debt interest and sinking funds during the past five 
years in comparison with 1924-25 and 1918-14. Allowing 
_ ny nee ge — to a United States, the cost 
of the internal debt during past ‘was approxi- 
mately £10 millions greater than in 81:— 


Narronat Dest Cuarae (ia millions). 





BSESSox.. 
ogooanm 


* Including £5 millions as a first instalment to make good the 
1929-30 deficit of £14-5 millions. ‘ 


t Debt at beginning of year. 

¢ After adjustment for realised deficits in 1929-31, and surplus 
in 1931-32, but subject to qualifications discussed below. 

§ Allowing for £4-8 million interest on Saving Certificates not 
provided in the debt charge and therefore borrowed. 

| Allowing for £8-4 millions interest on Savings Certificates 
borrowed. 


A further analysis of the principal items making up the 
interest charge is given below for the latest years for 
which particulars are available :— 


NationaL Dest Iyrerzst (£’s millions). 





In 1980-31 Mr Snowden was able to effect a striking 
spenpeny in Se cost of Treasury Bills, for which he had 


provided £17} millions. The actual expenditure in 
respect of Savings Certificate interest also fell by £7 
millions below the amount estimated in the Budget: 
But this result was achieved on account of the unex- 
pected shortfall in the amount of certificates presented 
for encashment, and so requiring interest to be debited 
fiom the principle inaugurated by Mr Churchill in 1020, 
from the principle inaugurated by Mr in 1928, 
whereby provision from the debt charge was to be made 
to cover interest accrued on certificates outstanding. 
Between March 31, 1980, and March 81, 1981, accrued 
interest rose by £3.5 millions, an amount which has 
properly to be offset against the actual allocation to 
sinking fund in that year. 
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Debt Redemption.—The following table analyses 
sinking fund allocations during the five years ended 
March 31, 1981. In this connection it will be recalled that 
in the Budget of 1928 Mr Churchill established a fixed 
charge of £855 millions to cover both interest charges and 
sinking fund :— 

Smvzrne Funp. 
(000's omitted.) 


hs2e27}szr2n}s08 28x08. 30 sso. 


£ £ 
1,027 991 


14,701 | 16,538 
9,210 | 10,000 
892 , 


2, 3,026 
2,413 | 2,510 2714 
5,137 | 5,548 5,753 


1,666 | 1,744 


£ 

939 
15,692 
10,000 


£ 
1,044 
15,099 
2,762 
2,320 
5,141 


2,720 


8,405 | 12,340 {11,489 | 9,347 
37,491 | 49,386 | 51,846 | 47,748 
47,748 


60,000 | 65,000 | 57,509 66,830 
36,694 |... w+ | 19,343*) 23,276 


Actual Sinking Fund | 23,306 | 65,000 | 57,509 | 28,405 | 43,554 


16,340 


* Actual deficit amounted to £14,524,000 ; the mennens 
me 


£4,819,000 represents excess interest on Savings 
by borrowing. 


Of the ‘* balance ’’ nominally available in 1930-31, after 
providing for specific sinking funds, £16 millions was 
used to purchase, for cancellation, $7.2 millions of the 
54 per cent. 1937 United Kingdom Loan in the United 
States, while the remainder was employed mainly in extin- 
guishing £11 millions of Treasury Bills and £3.7 millions 
of 84 per cent. Treasury Bonds. On the other hand, the 
Budget deficits in both 1929-30 and 1930-31 had, of course, 
to be covered by temporary borrowing. 

In fact, the real history of our recent efforts at debt 
redemption has been far other than would appear from 
the foregoing tables, showing ‘‘ nominal ’’ and ‘‘ actual ’’ 
sinking fund allocations. Adding to the totals shown 
above the ‘‘actual ’’ sinking fund appropriation of £24.5 
millions in 1931-32 we find that £242 millions have been 
provided out of revenue for sinking fund in the past six 
= Apart, however, from the consideration that we 

ve been crediting to revenue capital repayments on 
account of our war debts due from our late Allies—whereas 
the repayments of principal due under our debt funding 
agreement with the United States are debited not to 
current outgoings, but to sinking fund—a proper calcula- 
tion of real debt reduction must take into account not 
only various specific capital assets used for revenue, but 
also borrowings for the Unemployment Fund, for which no 
budgetary provision has yet made. We summarise 
below the true position of the past four years :— 


Capital asset used for revenue (Currency Note Account 
' Balance) 13,423 
Net borrowing Unemployment Fund ...................sss0s0 11,430 


Real debt reduction ......6600+..cseersccesesseees bide oncanietiaidiullidewolilk 32,656 


-> ~7\, 84 
e@ 


Nominal total 
a Sinking Fund ............ 


* 
eeeeee aint 
ae 


Dest Repvcrion, 1931-32, 


Nominal total Sinking Fund 
Budget a 


Net borrowing Unemplo t Fund 
Capitel withdrawn from. Dollar 


total sum paid to Miscellaneous 
was £123 millions, but £4 millions represented 
which could legitimately be reckoned as a revenue item, | 
Thus during the first four years of Mr Churehi 
Sinking Fund, instead of redeeming debt at th 
over £50 millions a year as Mr Churchill fe 
we have, in fact, achieved an aggregate debt red 
the whole period of only £37.7 millions, or legs: 
millions a year. In addition it has to be borne, 
that, save in the event of the pound being stabiliss 
at a figure enabling the sterling value of our gold) 
to be written up in a proportion sufficient to ¢ 
exchange losses involved in the repayment. 
summer’s Franco-American credits, a further sul 
from our real debt reduction may have to be ma 
account. “a 
LOCAL LOAN DEBT. ‘ 
At March 31, 1929, the loan debt of local auth 
England and Wales had reached the figure of 
millions, an increase of £355 millions in compara 
Loaw Dest or LocaL AUTHORITIES IN 
at March 31st (£’s vr? 


bas ll 
Re Bas 
NANI 


| 


on 


Total 562°6 “it 1,12t-94 
Sinking funds at March 381, 1929, 001.0 
standing to their credit, of which nearly half w ; 
able to the loans outstanding on account @% 


ey 


b. 
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We append for refere 
‘orecast, last September, 


wide 
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